In our opinion… , March 2010 by American Institute of Certified Public Accountants. Audit and Attest Standards Team
University of Mississippi 
eGrove 
Newsletters American Institute of Certified Public Accountants (AICPA) Historical Collection 
1-1-2010 
In our opinion… , March 2010 
American Institute of Certified Public Accountants. Audit and Attest Standards Team 
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news 
 Part of the Accounting Commons, and the Taxation Commons 
Recommended Citation 
American Institute of Certified Public Accountants. Audit and Attest Standards Team, "In our opinion… , 
March 2010" (2010). Newsletters. 1331. 
https://egrove.olemiss.edu/aicpa_news/1331 
This Book is brought to you for free and open access by the American Institute of Certified Public Accountants 
(AICPA) Historical Collection at eGrove. It has been accepted for inclusion in Newsletters by an authorized 
administrator of eGrove. For more information, please contact egrove@olemiss.edu. 
 
 
 
 
 
 
 
 
 
 
 
A
M
E
R
IC
A
N
 IN
S
T
IT
U
T
E
 O
F
 C
E
R
T
IF
IE
D
 P
U
B
L
IC
 A
C
C
O
U
N
T
A
N
T
S
  
 
 
 
 
In Our Opinion… 
 The Newsletter of the AICPA Audit and Attest Standards Team 
 
 inside... 
 
 SAS No. 117, Compliance Audits ................................................................................ 1 
 American Recovery and Reinvestment Act Prompts Auditing Interpretations .............. 2 
 SSARS No. 19—Most Significant Changes to Compilation and  
  Review Standards Since 1978 .............................................................................. 3 
 New ASB Members ..................................................................................................... 5  
 Meet the New Members of ARSC ............................................................................... 6 
 Clarity Project Update ................................................................................................. 7 
 Lender Requests for “Comfort” Letters ......................................................................   9 
 Highlights of Technical Activities ............................................................................... 10 
 Auditing Standards Board Agenda ............................................................................ 19 
 Recently Issued and Approved Documents…………………………………………. ..... 20 
 Members of the Auditing Standards Board ................................................................ 21 
 Members of the Accounting and Review Services Committee ................................... 21 
 AICPA Audit and Attest Standards Staff .................................................................... 22 
 Ordering Information ................................................................................................. 22 
 
SAS No. 117, Compliance Audits 
by Judith Sherinsky 
Statement on Auditing Standards (SAS) No. 117, Compliance Audits, which was issued in 
December 2009, contains the requirements and application guidance for performing a 
compliance audit.  The compliance requirements referred to in SAS No 117 arise from 
laws, regulations, rules, contracts, or grant agreements applicable to a government 
program.  An example of a government program is the Supplemental Nutrition 
Assistance Program administered by the U.S. Department of Agriculture 
which provides nutrition to individuals in need.  Limiting participation in the 
program to applicants with incomes less than a specified amount is an example of a 
compliance requirement for that program. Not all compliance requirements are subject to a 
compliance audit; the compliance requirements that are subject to a compliance audit are 
termed applicable compliance requirements. 
 
Governments frequently establish governmental audit requirements for entities to undergo 
a compliance audit. Although the subject matter of a compliance audit is very different 
from that of an audit of financial statements, auditors are required to use generally 
accepted auditing standards (the AU sections, which primarily address financial statement 
audits) along with certain supplementary provisions of Government Auditing Standards to 
perform their compliance audits.  Government Auditing Standards are commonly referred 
to as generally accepted government auditing standards, GAGAS, or the Yellow Book and 
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are issued by the Comptroller General of the United States, U.S. Government Accountability Office. 
 
SAS No 117 requires the auditor to adapt and apply the AU sections to the objectives of a compliance 
audit and provides guidance on how to do so. The appendix of SAS No. 117 identifies the AU 
sections that are not applicable to a compliance audit. For example, although an auditor performing a 
compliance audit is required by AU section 333, Management Representations, to obtain written 
representations from management, most of the representations in paragraph .12 of AU 333 (which 
are intended for a financial statement audit) are not appropriate for a compliance audit. To tailor AU 
section 333 to a compliance audit, paragraph 23 of SAS No. 117 provides the applicable 
representations for a compliance audit, and the appendix of SAS No. 117 indicates that paragraph .12 
of AU section 333 is not applicable to a compliance audit. 
 
For the most part, SAS No. 117 establishes the broad requirements for a compliance audit with the 
expectation that the auditor will refer to the AICPA Audit Guide, Government Auditing Standards and 
Circular A-133 Audits, for detailed implementation guidance. The AICPA Industry Guides enable 
auditors to familiarize themselves with an industry, and to apply the AU sections to audits of entities in 
the industries addressed by the AICPA Guides. AU section 150, Generally Accepted Auditing 
Standards, classifies an AICPA Guide (with respect to the auditing guidance therein) as an 
interpretive publication that auditors should be aware of and consider in applicable audits. It also 
states that if an auditor does not apply the auditing guidance included in an applicable interpretive 
publication, the auditor should be prepared to explain how he or she complied with the provisions of 
the AU sections addressed by such auditing guidance. 
 
SAS No. 117 supersedes SAS No. 74, Compliance Auditing Considerations in Audits of 
Governmental Entities and Recipients of Governmental Financial Assistance, and was primarily 
developed in response to the results of a federal study of the quality of audits performed under Office 
of Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit 
Organizations (also referred to as single audits), which showed that improvements were needed in 
many areas. Although compliance audits usually are performed in conjunction with a financial 
statement audit, SAs No. 117 does not apply to the financial statement audit component of such 
engagements.  
 
SAS No. 117 is effective for compliance audits for fiscal periods ending on or after June 15, 2010 
with earlier application permitted. To obtain a copy of SAS No. 117, see the ordering information 
on page 22 and request product number 060712.  
 
 
American Recovery and Reinvestment Act  
Prompts Auditing Interpretations 
  
In February 2009, Congress passed the American Recovery and Reinvestment Act of 2009 
(ARRA) intended to create jobs, spur economic activity, and foster accountability and transparency in 
government spending. Under the ARRA the federal government is providing almost $300 billion in 
additional funds to governments and nonprofit organizations. Much of this funding is subject to single 
audits under Office of Management and Budget (OMB) Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. In a compliance audit (a component of a single audit) 
the auditor is required to communicate in writing to management and those charged with governance 
significant deficiencies and material weaknesses in internal control over compliance identified during 
the audit. In addition to that requirement, the OMB is encouraging auditors to communicate early—
prior to the completion of the single audit—deficiencies in internal control over compliance related to 
ARRA funds that are, or are likely to be, significant deficiencies or material weaknesses in internal 
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control over compliance. To assist auditors in making these written communications, the Auditing 
Standards Board, working with the AICPA Governmental Audit Quality Center (GAQC), has issued 
Interpretation Nos. 2–4 of AU Section 325, Communicating Internal Control Related Matters 
Identified in an Audit. The interpretations confirm that an auditor may make an interim communication 
and provide examples of language to be used when making such a communication to an entity that is 
a participant in an OMB pilot project or voluntarily making such a communication. For additional 
information about the effect of ARRA on single audits, visit the Recovery Act Resource Center on 
the GAQC Web site.  
 
 
SSARS No. 19 – Most Significant Changes to 
Compilation and Review Standards Since 1978 
by Mike Glynn 
 
On December 30, 2009 the Accounting and Review Services Committee (ARSC) issued Statement 
on Standards for Accounting and Review Services (SSARS) No. 19, Compilation and Review 
Engagements.  SSARS No. 19 introduces the most significant changes to the compilation and review 
literature since SSARS No. 1 was issued in 1978. The new standard supersedes AR section 20, 
Defining Professional Requirements in Statements on Standards for Accounting and Review 
Services, AR section 50, Standards for Accounting and Review Services, and AR section 100, 
Compilation and Review of Financial Statements, in AICPA Professional Standards.  
   
The effective date of the standard is for periods ending on or after December 15, 2010, with the 
exception of paragraph 2.21, which may be implemented earlier. Paragraph 2.21 states in part, with 
respect to compilation engagements:  
 
The accountant is not precluded from disclosing a description about the reason(s) that 
his or her independence is impaired.   
  
This amendment responds to comments from CPAs stating that some report users want to know why 
the accountant’s independence is impaired.  SSARS No. 19 does not require accountants to disclose 
the reason for an independence impairment. Accordingly, accountants may continue to state that they 
are not independent, without disclosing the reason, if they believe that such reporting is more 
appropriate in the circumstances.   
 
The ARSC believes the amendment results in reports that are more transparent. To address the 
questions members are asking about the new reporting option, staff of the Audit and Attest Standards 
Team issued a white paper that provides answers to some frequently asked questions. 
 
Another significant change introduced by SSARS No. 19 is that it separates the compilation standards 
from the review standards. This change responds to member comments that the compilation and 
review literature would be easier to use if the requirements and guidance for the two types of 
engagements were presented separately.   
 
The following are other significant changes to the review literature introduced by SSARS No. 19: 

   A discussion of how the accountant obtains limited assurance through the performance of 
review procedures.   

   The introduction of the term review evidence. 

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    A discussion of tailoring the review procedures based on the accountant’s understanding of 
the client’s industry, knowledge of the client, and awareness of the risk that the accountant 
may unknowingly fail to modify the accountant’s review report on financial statements that are 
materially misstated.   

   A discussion of materiality in the context of a review engagement.  

   Enhanced documentation requirements  
 
In addition, although SSARS No. 19 does not change the  requirement  for the accountant to establish 
an understanding with the client’s management regarding the services to be performed with respect to 
both compilation and review engagements, it now requires that the understanding be in writing (for 
example, in an engagement letter). 
 
SSARS No. 19 also establishes enhanced documentation requirements for compilation engagements. 
The final standard differs in two major ways from the April 2009 exposure draft that the ARSC issued 
for public comment. First, the ARSC decided to retain the term limited assurance, and not to use the 
term moderate assurance.  The ARSC had initially proposed that the term moderate assurance be 
used to describe the level of assurance that the accountant aims to obtain in a review engagement 
because this would enable convergence with the terminology in applicable International Standards on 
Review Engagements (ISRE). However, after the exposure draft was issued, the International Audit 
and Assurance Standards Board began a project to revise the international review standards.  The 
ARSC determined that it would be inappropriate to conform SSARSs to a document currently under 
revision and, accordingly, tabled the proposed change.  
 
The other major difference is that the provision for an accountant who is not independent to perform a 
review engagement is not part of the final standard. That provision would have permitted an 
accountant who has performed a nonattest service for a client to also perform a review of that client’s 
financial statements. The ARSC received a number of comments on this proposal, both for and 
against it. As a result of the great interest in this topic, the ARSC decided that it would be best to defer 
this issue and to hold additional meetings with key stakeholders to (1) further discuss the issues many 
smaller firms face in trying to serve their small business clients, and (2) better understand why some 
stakeholders are opposed to the non-independent review concept. The ARSC will revisit this topic 
during its public meetings in 2010 but remains committed to enabling practitioners to review financial 
statements when they also perform services that are intended to assist the client in preparing reliable 
and high-quality financial statements.      
 
Guidance on implementing SSARS No. 19 is currently being developed and will be available 
immediately after busy season (late April or early May). The AICPA is developing a new Compilation 
and Review Guide as well as continuing professional education programs to help practitioners 
understand the new compilation and review standard. Additionally, sessions on SSARS No. 19 are 
being scheduled at all major 2010 AICPA technical conferences. To order a copy of SSARS No. 19, 
please visit the AICPA Store at http://www.cpa2biz.com/ or see the ordering information on page 22. 
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New ASB Members  
 
At its January 2010 meeting, the Auditing Standards Board (ASB) welcomed seven new members. 
The ASB is carrying a particularly heavy workload because it is converging U.S. audit, attest, and 
quality control standards for nonissuers with related standards issued by the International Auditing 
and Assurance Standards Board. The ASB faces lengthy agendas at each meeting and is pleased to 
have the participation of the following extremely qualified members  
 
Brian Bluhm serves as the director of assurance services for Eide Bailly, LLP.  Brian has 25 years of 
experience in providing services to a variety of clients, including SEC registrants, manufacturers, 
dealerships, wholesale/retail entities, and construction contractors. He is a past member of the PCPS 
Technical Issues Committee of the AICPA. He currently serves as the AICPA representative to the 
Small and Medium Practices Committee of the International Federation of Accountants and is a 
member of the AICPA National Peer Review Committee.  
 
Robert E. Chevalier is an audit partner in KPMG’s Department of Professional Practice. Rob has 
more than 25 years of experience providing financial statement audit services, and has served public 
and private clients in a wide range of industries, including telecommunications, software, consumer 
markets, and industrial markets. He has significant experience in SEC accounting and reporting 
matters, merger and acquisition transactions, and initial and follow-on public offerings. Rob is one of a 
select group of partners who are designated as SEC reviewing partners.  He also serves as one of 
the firm’s designated SFAS 123R audit specialists. Rob has assisted in the development of several 
KPMG publications and has served as an instructor at various firm sponsored training for professional 
staff.  
 
David D. Duree is the quality control partner for Elms, Faris & Company, LLP in Odessa, TX.  David 
received a BBA in accounting from the University of Texas of the Permian Basin.  He has 29 years of 
experience in public accounting with extensive audit and consulting responsibilities. David recently 
completed a term as presiding officer of the Texas State Board of Public Accountancy, to which he 
was appointed by Governor Rick Perry.  David also served on the Texas Sarbanes-Oxley Task Force 
and is an advisory member of the Texas State Board of Public Accountancy Technical Standards 
Review Committee. David lectures and presents at local, regional, and state levels on various topics, 
including internal control, internal audit, and the role of the audit committee. He actively serves in key 
leadership positions in many civic and charitable organizations. 
 
David Morris Prior to founding Morris Consulting, an international financial accounting and advisory 
firm, David was a senior vice president of JPMorgan Chase Bank (JPMC) and was co-director of 
corporate accounting policies at his retirement.  His responsibilities were to co-manage the JPMC’s 
worldwide accounting policy efforts and to serve as senior policy officer for analyzing, developing, and 
communicating JPMC’s position with regard to existing and evolving accounting issues. 
 
He currently is a member of the Consultative Advisory Group of the International Auditing and 
Assurance Standards Board and the International Ethics Standards Board for Accountants, and a 
member of the Intergovernmental Working Group of Experts on International Standards of Accounting 
and Reporting of the United Nations Conference of Trade and Development.  He chairs the Financial 
Executives International Globalization Oversight Committee.  In addition, he was chair of the 
International Association of Financial Executives Institutes (IAFEI) in 2002. He previously participated 
on task forces of the Financial Accounting Standards Board, focusing on revenue recognition, liability 
extinguishment, performance reporting, present value based measurements, and loan fees. He also 
has been a member of the AICPA’s Accounting Standards Executive Committee and its Banking 
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Committee.  He served as chair of the IAFEI Technical Committee, International Swaps and 
Derivatives Association Accounting Committee, and the American Bankers Association Accounting 
Committee. 
 
Kenneth R. Odom is a shareholder in Rabren, Odom, Pierce, & Hayes, P.C. in Andalusia, AL. He 
began his career in public accounting after graduating summa cum laude from Troy State University 
in 1976. His primary expertise has been in the area of governmental accounting and auditing. He has 
served on and chaired numerous committees of the Alabama Society of CPAs and has been a 
frequent lecturer. In addition to his governmental expertise, Ken has a wide range of experience in the 
area of taxation as well as audits of small businesses, including manufacturers and contractors. Ken 
has earned the AICPA Certificate of Educational Achievement for Governmental Accounting and 
Auditing. He is a member of the AICPA, the Alabama Society of CPAs, and the Florida Institute of 
CPAs.  
 
Brian R. Richson is an assurance partner in the national professional services group of 
PricewaterhouseCoopers LLP (PwC) where he serves as the firm's U.S. auditing services leader and 
chief auditor. Brian has worked extensively with multinational companies over his more than 25 years 
with PwC, focusing on the automotive and industrial products sectors. In his current and prior roles at 
PwC's national office, he has consulted with engagement teams on a variety of audit, reporting, and 
practice management matters, including corporate investigations, materiality evaluations, auditing 
standards application, internal control assessments, and SEC comment letter responses and 
reporting issues. Brian joined PwC in 1984 after earning his degree in accounting from Carroll College 
and was admitted as a partner in 1996. Brian, his wife, and four children reside in Summit, NJ.  
 
H. Steven Vogel is a partner with the law firm, Wilson Elser Moskowitz Edelman & Dicker, LLP in its 
Miami, FL office.  He is a member of the firm's national accountants’ liability practice group where his 
practice concentrates on professional liability and commercial litigation.  Steve represents CPA firms 
in lawsuits and claims involving financial statement audits, reviews, compilations and tax return 
preparation.  He also represents corporations and individuals before the Internal Revenue Service in 
connection with tax deficiencies and has represented taxpayers involved in tax preparer litigation 
against the Department of Justice.  Steve was formerly on the professional staff of Ernst & Young LLP 
as an auditor, and worked in the multinational corporate tax group of PricewaterhouseCoopers LLP as 
a tax consultant. 
  
Steve has served as a professor at Florida International University teaching business law, the legal 
environment, real estate law, and federal tax.  He also served as an adjunct professor at the 
University of Miami School of Law where he taught federal taxation of real estate transactions.   
Steve is a frequent lecturer within Florida and other states on professional liability issues, including 
lecturing at the Florida Institute of Certified Public Accountants.  
  
  
Meet the New Members of ARSC  
by Mike Glynn  
 
At the completion of the 2008-2009 committee year, two members of the Accounting and Review 
Services Committee (ARSC) completed their terms and rotated off the Committee. The departing 
members are Rodney M. Harano and Douglas S. Mathison. The AICPA is extremely grateful to both 
of these dedicated volunteers for the time they devoted and the expertise they brought to the ARSC. 
Following is some information about the two new members of ARSC 
 
Jeff Lewis is a member of Dixon Hughes PLLC where he serves as the firm’s director of risk 
management and is also a member of the firm’s Professional Standards group. While attending 
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Appalachian State University, he served in the United State Marine Corps Reserve and then began 
his career at Deloitte & Touche.  Jeff has served on the AICPA’s Technical Issues Committee and 
currently serves on the steering committee of the National Advanced Accounting and Auditing 
Technical Symposium.  He lives in Greensboro, NC with his wife, Amy and daughter, Deni. 
 
Chad M. Becnel is a director in the Accounting and Assurance Services Group at Postlethwaite & 
Netterville in Baton Rouge, LA, where he works with clients primarily in the insurance, financial 
institutions, and manufacturing/distribution industries.  In addition to his client responsibilities, Chad 
also serves on the firm’s Quality Control Committee, which oversees the firm’s audit, review, and 
compilation practice.  He is a member of the Louisiana Society of CPAs and has served on its New 
CPAs Committee.  In 2009, Chad was selected to be a member of the inaugural class of the 2009 
AICPA Leadership Academy—an honor within the industry as only 25 applicants were selected from 
across the country.  Chad earned his B.S. in accounting from Nicholls State University and currently 
resides in Baton Rouge, LA with his wife Patti. 
 
 
 Clarity Project Update  
by Andy Mrakovcic and Ahava Goldman 
 
In 2004 the Auditing Standards Board (ASB) launched the Clarity Project with the objective of making 
U.S. GAAS easier to read, understand, and apply. The ASB’s goal is to assist CPAs in understanding 
generally accepted auditing standards (GAAS) and complying with the requirements of GAAS. In 
2009 the International Auditing and Assurance Standards Board (IAASB) completed its project to 
clarify International Standards on Auditing (ISAs). The ASB is currently converging U.S. GAAS with 
the ISAs while trying to avoid any unnecessary conflicts with standards issued by the Public Company 
Accounting Oversight Board. In 2007 the ASB developed clarity drafting conventions and began 
applying those conventions to all the standards it issued after January 2008.  
 
The following are some frequently asked questions about the status and ultimate product of the 
Clarity Project. 
 
Q. When does the ASB expect to complete the Clarity Project?  
 
A. Although it is difficult to state with certainty, the ASB is working toward completing the project in the 
first half of 2011.  
 
Q. Once all of the ASB’s clarified standards have been finalized, how will they be issued?  
 
A. The ASB will issue the majority of the clarified standards in a single SAS codified in AU section 
format, with each section assigned a section number and title, just as the ASB did in 1972 when SAS 
No. 1, Codification of Auditing Standards and Procedures, was issued. To address certain practice 
issues, the following clarified SASs have already been issued and assigned a number: 
 
 • SAS No. 117, Compliance Audits (Effective for compliance audits for fiscal periods ending on 
or after June 15, 2010, with early application permitted.)  
  
 • SAS No. 118, Other Information in Documents Containing Audited Financial Statements  
  
 • SAS No. 119, Supplementary Information in Relation to the Financial Statements as a Whole  
  
 • SAS No. 120, Required Supplementary Information   
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  (SAS Nos. 118–120 are effective for audits of financial statements for periods beginning on or 
after December 15, 2010, with early application permitted.) 
 
Q. Will the numbering of the SASs start over again with the single SAS that contains the clarified 
standards being SAS No. 1?  
A. No. The number of the single SAS will be the next consecutive number that is available. For 
purposes of the remainder of these questions, presume that the single SAS that contains the clarified 
standards will be issued as “SAS No. 12X.”  
Q. What will happen to the SASs currently in effect?  
A. When SAS No. 12X becomes effective, the SASs issued prior to SAS No. 117 will be superseded.  
Q. Once finalized, when will the clarified SASs become effective?  
A. The effective date (for all but SAS Nos. 117–120 and six other clarified SASs discussed below) is 
expected to be for audits of financial statements for periods beginning on or after December 15, 2010. 
This date is provisional, but will not be earlier. The date will be revised if the ASB determines that 
more time is needed to finalize the standards and update and train staff in firm methodologies.1 The 
six clarified AU sections whose effective dates are expected to be later than the provisional effective 
date are  
 • AU section 322, The Auditor’s Consideration of the Internal Audit Function in an Audit of 
Financial Statements, which is being delayed to enable the current revisions to ISA 610, 
Considering the Work of Internal Audit, to be incorporated in the proposed SAS.  
 • AU section 341, The Auditor’s Consideration of the Entity’s Ability to Continue as a Going 
Concern, which is being delayed until the related FASB accounting standard is issued, so that 
the SAS can be aligned with the accounting standard.  
 • the following AU sections, which address engagements other than audits of financial 
statements:  
  -  AU section 625, Reports on the Application of Accounting Principles,  
  - AU section 634, Letters for Underwriters and Certain Other Requesting Parties,  
  - AU section 711, Filings Under Federal Securities Statutes, and  
  - AU section 722, Interim Financial Information.  
The effective date for these six AU sections will be determined by the spring of 2010.  
Q. How will the numbering and titles of the current AU sections change?  
A. The ASB is conducting the Clarity Project to clarify all existing AU sections. In some cases, 
individual AU sections are being clarified “one for one” into individual clarified standards. In other 
cases, certain AU sections are being grouped together and clarified into one or more clarified 
standards. As a result, topics currently associated with certain AU section numbers might be retitled 
and assigned different AU section numbers. A schedule has been prepared that maps the existing 
                                               
1
 At its February 10, 2010 meeting, the Audit Issues Task Force agreed to recommend to the ASB that the 
effective dates of the clarified SASs not yet issued be changed from periods beginning on or after December 15, 
2010 to periods ending on or after December 15, 2012, with early implementation permitted for the clarified 
SASs as a whole but not for individual SASs. 
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AU sections to the proposed SASs that would supersede them. 
Q. Will early adoption of SAS No. 12X be permitted?  
 
A. The ASB has decided that adoption before the effective date of any clarified SAS, unless explicitly 
permitted, would not be appropriate until all of the clarified SASs are finalized and can be adopted as 
a set. It is important, for legal and practice inspection purposes, that it be very clear as to which set of 
standards is in effect. Therefore, auditors should continue to comply with the current standards until 
the date SAS No. 12X becomes effective. However, nothing precludes an auditor from implementing 
aspects of the clarified SASs before their effective date, as long as the auditor continues to comply 
with the current standards.  
 
Q. Once SAS No. 12X is effective, will the ASB continue to issue SASs? 
  
A. Yes. Just as it has done up until now, the ASB will continue to issue SASs that create, amend, or 
supersede AU sections. In this case, the SASs issued subsequent to SAS No. 12X will affect the AU 
sections contained in SAS No. 12X.  
Q. How can I access the clarified exposure drafts or final standards that have been issued thus far?  
A. As each exposure draft of a clarified auditing standard is issued, it is made available on the 
Improving the Quality of ASB Standards page on the Audit and Attest Standards Web site. As 
each clarified auditing standard is finalized, it is made available on the Final Clarified Statements on 
Auditing Standards page of that Web site. Please remember, however, that no clarified auditing 
standard is effective yet.  
 
Lender Requests for “Comfort” Letters  
Stated income loans are mortgages that do not require the borrower to document his or her income. 
Such loans usually are sought by borrowers who have income that is difficult to verify, for example, 
self employment income or income that fluctuates from year to year, such as sales commissions.  In 
an effort to minimize their risk, lenders and mortgage brokers who are unable to obtain documentation 
that supports a borrower’s stated income may ask the borrower to request a letter from a CPA that 
supports the borrower’s statements regarding matters such as employment status, income, and 
profitability of a business.  
In such circumstances a CPA should be familiar with the kinds of services he or she may and may not 
provide. Interpretation No. 2, “Responding to Requests for Reports on Matters Relating to Solvency,” 
of AT section 101, Attest Engagements (AT sec. 9101.23–.33) is applicable when a practitioner is 
asked to report on matters relating to solvency. Essentially, the interpretation states that a practitioner 
should not provide an attestation report (examination, review, or agreed-upon procedures) stating that 
an entity is not insolvent at the time the debt is incurred, would not be rendered insolvent by the debt, 
does not have unreasonably small capital, or has the ability to pay its debts as they mature. 
If a mortgage broker or lender requests such an attest report, the practitioner may  
 • audit, review, or compile the borrowers’ personal financial statements;  
  • report on pro forma or prospective financial information of the borrower;  
 • perform an agreed-upon procedures engagement, as long as the agreed-upon procedures do 
not provide any assurance on matters relating to solvency, and the borrower and lender have 
agreed to the procedures.  
  
 
10 
 
A client or lender may try to exert pressure on a practitioner to provide a “comfort letter” that 
addresses a solvency matter. CPAs can effectively address these situations if they are aware of the 
applicable professional standards.  
 
Highlights of Technical Activities 
 
The Auditing Standards Board (ASB) performs its work through task forces composed of members of 
the ASB and others with technical expertise in the subject matter of the projects. The findings of these 
task forces are periodically presented to the members of the ASB at public meetings for their review 
and discussion.  Highlights of matters addressed by the ASB as well as exposure drafts, related 
supplementary material, and comment letters can be accessed from the AICPA Audit and Attest 
Standards Web site 
 
Many of the projects on the ASB’s current agenda are related to its Clarity Project, the objective of 
which is to redraft U.S. generally accepted auditing standards for nonissuers using the ASB’s clarity 
drafting conventions and to converge with standards of the International Auditing and Assurance 
Standards Board (IAASB). The pamphlet Clarification and Convergence  contains information about 
the clarity drafting conventions; additional information about the Clarity Project can be accessed from 
the page Improving the Clarity of ASB Standards on the Audit and Attest Standards Web site. 
 
Task Forces of the ASB 
 
Following are the current task forces of the ASB and brief summaries of their objectives and recent 
activities. 
 
Analytical Procedures (Staff Liaison: Mike Glynn; Task Force Chair: Walt Conn). This task force is 
redrafting AU section 329, Analytical Procedures, to apply the ASB’s clarity drafting conventions and 
to converge with International Standard on Auditing (ISA) 520, Analytical Procedures.  The task force 
presented a draft of a proposed Statement on Auditing Standards (SAS) at the October 26-29, 2009 
ASB meeting at which the ASB voted to ballot the proposed SAS for issuance as an exposure draft. 
The comment period ends on May 3, 2010.  
 
Application of Accounting Principles (Staff Liaison: Andy Mrakovcic; Task Force Chair: Thomas A. 
Ratcliffe). This task force is redrafting AU section 625, Reports on the Application of Accounting 
Principles, to apply the ASB’s clarity drafting conventions.  Unlike most other auditing standards that 
are being converged with a corresponding ISA, there is no ISA that corresponds to AU section 625.  
At its August 2009 meeting, the ASB voted to ballot a draft of the proposed SAS Reports on 
Application of Requirements of an Applicable Financial Reporting Framework for issuance as an 
exposure draft. Comments are due by May 10, 2010. 
 
Attest Engagements (Staff Liaison: Ahava Goldman; Task Force Chair: Brian Bluhm). At its March 
2010 meeting, the IAASB discussed issues related to the revision of International Standard on 
Assurance Engagements (ISAE) 3000, Assurance Engagements, as well as a draft of the proposed 
ISAE.  The ASB task force will be providing technical advice to the International Auditing Standards 
Task Force related to this project, with the future goal of redrafting AT section 101, Attest 
Engagements, of Statement on Standards for Attestation Engagements, to apply the ASB’s clarity 
drafting conventions and to converge with ISAE 3000. 
  
Audit Evidence, Specific Considerations for Selected Items (Staff Liaison: Hiram Hasty; Task 
Force Chair: Arthur M. Winstead, Jr.). This task force is redrafting AU section 331, Inventories, and 
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AU section 337, Inquiry of a Client’s Lawyer Concerning Litigation, Claims, and Assessments, to 
apply the ASB’s clarity drafting conventions and to converge with ISA 501, Other Evidence.  At its 
October 2009 meeting, the ASB approved the proposed SAS for exposure.  The comment period for 
the exposure draft ends on April 30, 2010. The task force will discuss the comment letters and 
present a revised draft of the proposed SAS at the ASB’s June 2010 meeting.  
 
Audit Issues (Staff Liaison: Ahava Goldman; Task Force Chair: Darrel Schubert). This task force (1) 
oversees the ASB’s planning process, (2) evaluates technical issues raised by various constituencies 
and determines their appropriate disposition, including referral to an ASB task force or development of 
an interpretation or other guidance, (3) addresses emerging audit and attestation practice issues, (4) 
provides advice on ASB task force objectives and composition, (5) monitors the progress of task 
forces, and (6) assists the chair of the ASB and the Audit and Attest Standards staff in carrying out 
their functions, including liaising with other groups.  
  
Audit Sampling SAS and Guide (Staff Liaison: Hiram Hasty; Task Force Chair: Robert Dohrer). The 
task force is redrafting AU section 350, Audit Sampling, to apply the ASB’s clarity drafting conventions 
and to converge with ISA 530, Audit Sampling. At its January 2009 meeting, the ASB approved the 
proposed SAS for exposure.  The task force will discuss comments on the exposure draft and present 
a revised draft of the proposed SAS at the June 2010 ASB meeting. The exposure draft can be 
downloaded from the Audit and Attest Standards Web site,  
 
Auditing Accounting Estimates (Staff Liaison: Hiram Hasty; Task Force Chair: Megan Zietsman). 
This task force is redrafting AU section 342, Auditing Accounting Estimates, to apply the ASB’s clarity 
drafting conventions and to converge with ISA 540, Auditing Accounting Estimates, Including Fair 
Value Accounting Estimates and Related Disclosures. Consistent with the approach taken by the 
IAASB, the ASB directed the task force to combine AU section 342 with AU section 328, Auditing Fair 
Value Measurements and Disclosures. At its June 2009 meeting, the ASB approved the proposed 
SAS for exposure.  The task force will discuss the comment letters received and present a revised 
draft of the proposed SAS at the May 2010 ASB meeting. The exposure draft can be accessed from 
the Audit and Attest Standards Web site. 
 
Auditing Related Party Transactions (Staff Liaison: Mike Glynn; Task Force Chair: George P. Fritz). 
The task force is redrafting AU section 334, Related Parties, to apply the ASB’s clarity drafting 
conventions and to converge with ISA 550, Related Parties. At its July 2009 meeting the ASB voted to 
ballot the proposed SAS for issuance as an exposure draft. The comment period ended on 
December 15, 2009.  Eighteen comment letters were received as a result of public exposure of the 
proposed SAS. The Task Force expects to discuss comments on the proposed SAS with the ASB at 
the May 3-6, 2010 ASB meeting.  
 
Auditors’ Reports – 700 (Staff Liaison: Linda Delahanty; Task Force Chair: Dan Montgomery). This 
task force is redrafting 
 
 • AU section 508, Reports on Financial Statements;  
 
 • AU section 410, Adherence to Generally Accepted Accounting Principles; 
 
  • AU section 431, Adequacy of Disclosure in Financial Statements; and 
 
 • AU section 532, Restricting the Use of an Auditor’s Report  
 
to apply the ASB’s clarity conventions and to converge with ISA 700, Forming an Opinion and 
Reporting on Financial Statements; ISA 705, Modifications To The Opinion In The Independent 
Auditor’s Report; ISA 706, Emphasis Of Matter Paragraphs And Other Matter Paragraphs In The 
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Independent Auditor’s Report; and ISA 710, Comparative Information – Corresponding Figures and 
Comparative Financial Statements. At its June and August 2009 meetings, the ASB voted to ballot the 
proposed SASs for exposure; the exposure draft can be downloaded from the Audit and Attest 
Standards Web site. 
 
The task force also is redrafting  
 
 • AU section 623.19-.21, Compliance with Aspects of Contractual Agreements or Regulatory 
Requirements Related to Audited Financial Statements, to apply the ASB’s clarity 
conventions. (At its August 2009 meeting, the ASB voted to ballot the proposed SAS 
Reporting on Compliance with Aspects of Contractual Agreements or Regulatory 
Requirements in Connection with Audited Financial Statements (Redrafted) for 
exposure.) 
   
 • AU section 420, Consistency of Application of Generally Accepted Accounting Principles, to 
apply the ASB’s clarity conventions and to avoid unnecessary conflict with PCAOB Auditing 
Standard No. 6, Evaluating Consistency of Financial Statements. (At its January 2010 
meeting, the ASB voted to ballot the proposed SAS Consistency of Financial Statements 
for exposure.) 
 
 • AU section 504, Association With Financial Statements, to apply the ASB’s clarity 
conventions.    
 
Auditor’s Report Research (Staff Liaison: Linda Delahanty; Task Force Chair: Mark Taylor). This 
task force is charged with identifying research topics and individuals to perform research that 
addresses the gap between the expectations of users of auditors’ reports and the actual standards of 
performance required of auditors. At its May 2007 meeting, the ASB approved four of the projects that 
had been proposed. The research is being performed as a joint project of the ASB and the IAASB. 
The first phase of the research initiative involves identifying common misconceptions report users 
have regarding an unqualified auditor’s report. The research teams reported their findings at the April, 
June, and July 2009 ASB meetings.  A joint working group composed of ASB and IAASB 
representatives has been formed to consider the initial research findings and to provide input to the 
respective ASB and IAASB task forces, thereby, enabling these standard-setters to make 
recommendations for the way forward. One possibility is to commission a second phase of the 
research that would explore ways in which the auditor’s report might be revised to address user 
misconceptions identified in the initial research, and to more clearly communicate the report’s 
intended message.  
 
Compliance Auditing (Staff Liaison: Judith Sherinsky; Task Force Chair: George Rippey). In 
December 2009 the ASB issued SAS No. 117, Compliance Audits. See “SAS No. 117, Compliance 
Audits” on page 1 for additional information about the new SAS. 
 
Confirmations (Technical Advisor: Mindy Montgomery; Task Force Chair: Megan Zietsman). The 
task force is redrafting AU section 330, The Confirmation Process, to apply the ASB’s clarity drafting 
conventions and to converge with ISA 505, External Confirmations.  At its April 2009 meeting, the 
ASB voted to ballot the proposed SAS External Confirmations for issuance as an exposure draft. 
The comment period for the exposure draft ended on August 31, 2009. The ASB considered 
comments on the proposed SAS at its January 2010 meeting and will bring a draft of the proposed 
SAS to the ASB in June 2010 when it will ask the ASB to vote to ballot the proposed SAS for issuance 
as a final standard.  
 
Engagement Representations (Staff Liaison: Ahava Goldman; Task Force Chair: John Fogarty). 
This task force is redrafting AU section 333, Management Representations, to apply the ASB’s clarity 
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drafting conventions and to converge with ISA 580, Written Representations. The task force also will 
be redrafting portions of AU section 311, Planning and Supervision, to apply the ASB’s clarity drafting 
conventions and to converge with ISA 210, Agreeing the Terms of Audit Engagements.  In August 
2009, the ASB voted to ballot the proposed SASs for exposure.  The comment period for the 
exposure draft ended on January 15, 2010. The ASB will consider comments on the proposed SAS 
at its June 2010 meeting. 
 
Fraud (Staff Liaison: Andy Mrakovcic; Task Force Chair: Tom Stemlar). This task force is redrafting 
AU section 316, Consideration of Fraud in a Financial Statement Audit, to apply the ASB’s clarity 
drafting conventions and to converge with ISA 240, The Auditor’s Responsibilities Relating to Fraud in 
an Audit of Financial Statements.  At its December 2008 meeting, the ASB voted to ballot the 
proposed SAS for issuance as an exposure draft.  The comment period ended on May 29, 2009 and 
comments were discussed at the ASB’s January 2010 meeting. Based on the ASB’s discussion, a 
revised document will be discussed at the June 2010 meeting at which time the ASB will be asked to 
ballot the proposed SAS for issuance as a final clarified SAS. 
 
Going Concern (Staff Liaison: Ahava Goldman; Task Force Chair: Brian Richson). This task force is 
redrafting AU Section 341, The Auditor’s Consideration of an Entity’s Ability to Continue as a Going 
Concern, to apply the ASB’s clarity drafting conventions and to converge with ISA 570, Going 
Concern. The auditing guidance in ISA 570 is predicated on International Accounting Standard 1, 
Presentation of Financial Statements, which requires management to assess an entity’s ability to 
continue as a going concern. Currently, a parallel accounting requirement does not exist in U.S. 
generally accepted accounting principles and the auditor, rather than management, is responsible for 
assessing whether an entity is a going concern.  
 
On October 8, 2008 the Financial Accounting Standards Board (FASB) issued an exposure draft of a 
proposed Statement of Financial Accounting Standards entitled Going Concern that would provide 
guidance on the preparation of financial statements as a going concern and on management’s 
responsibility to evaluate a reporting entity’s ability to continue as a going concern. At its June 3, 2009 
meeting, the FASB decided to broaden the scope of the project to address certain additional areas. At 
its January 13, 2010 meeting, the FASB discussed several scope alternatives, decided not to make 
changes to the scope at this time, and directed the staff to clarify the disclosure requirements related 
to management’s going-concern assessment.  The ASB task force presented a revised draft of the 
proposed SAS at the ASB’s January 2010 meeting that is neutral regarding the accounting framework 
used by management. The task force will continue to monitor the work of the FASB in developing the 
proposed standard.  
 
Group Audits (Staff Liaison: Ahava Goldman; Task Force Chair: Robert Dohrer). The task force is 
redrafting AU section 543, Part of the Audit Performed by Other Independent Auditors, to apply the 
ASB’s clarity drafting conventions and to converge with ISA 600, Special Considerations—Audits of 
Group Financial Statements (Including the Work of Component Auditors). The ASB concluded that 
the revised standard should continue to permit the auditor to make reference in the auditor’s report to 
an audit performed by another auditor. At its July 2009 meeting, the ASB considered a draft of the 
proposed standard and voted to ballot it for issuance as an exposure draft. The comment period for 
the exposure draft ended on December 15, 2009. The ASB will consider comments on the exposure 
draft and a revised draft of the proposed SAS at its May 2010 meeting.  
 
Initial Audit Engagements (Technical Advisor: Julie Anne Dilley; Task Force Chair: Andrew Mintzer).  
The task force has developed a proposed SAS entitled Initial Audit Engagements, Including 
Reaudits—Opening Balances that combines the guidance in ISA 510 and relevant guidance from AU 
Section 315, Communications Between Predecessor and Successor Auditors.  The proposed SAS 
also explicitly clarifies that a reaudit is a type of initial audit engagement. At its December 2008 
meeting, the ASB voted to ballot the proposed SAS for issuance as an exposure draft.  The 
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comment period for the exposure draft ended on May 29, 2009. At its January 2010 meeting, the ASB 
considered comments received on the exposure draft. The task force will bring a revised draft of the 
proposed standard to the June 2010 ASB meeting and ask the ASB to vote to ballot the proposed 
SAS for issuance as a final standard. 
 
Interim Reviews (Staff Liaison: Ahava Goldman; Task Force Chair: Brian Croteau). The task force is 
redrafting AU section 722, Interim Financial Information, to apply the ASB’s clarity drafting 
conventions and to converge with International Standard on Review Engagements (ISRE) 2410, 
Review of Interim Financial information Performed by the Independent Auditor of the Entity. The task 
force presented a draft of a proposed SAS at the January 2010 ASB meeting and will bring a revised 
draft to the ASB in May 2010, at which time the ASB will be asked to vote to ballot the proposed SAS 
for issuance as an exposure draft.    
 
Internal Audit (Staff Liaison: Hiram Hasty; Task Force Chair: Megan Zietsman). This task force will 
be redrafting AU section 322, The Auditor’s Consideration of the Internal Audit Function in an Audit of 
Financial Statements, to apply the ASB’s clarity drafting conventions and to converge with ISA 610, 
Using the Work of Internal Auditors. The task force is monitoring the IAASB’s project to revise ISA 
610.  
 
Internal Control (Staff Liaison: Judith Sherinsky; Task Force Chair: Keith Newton). The ASB is 
redrafting SAS No. 115, Communicating Internal Control Related Matters Identified in an Audit, in 
clarity format and converging certain aspects of the SAS with ISA 265, Communicating Deficiencies in 
Internal Control to Those Charged with Governance.  In December 2009, the ASB issued an 
exposure draft  of a proposed SAS that bears the same title as SAS No. 115.  Certain aspects of 
SAS No, 115 have been retained in the proposed SAS, such as the definitions of the terms material 
weakness and significant deficiency, and the list of deficiencies in internal control that are indicators of 
a material weakness, to maintain alignment with Statement on Standards for Attestation 
Engagements No. 15, An Examination of an Entity’s Internal Control Over Financial Reporting That Is 
Integrated With an Audit of Its Financial Statements, which also addresses internal control. The 
comment period for the exposure draft ends on April 30, 2010. The ASB will consider comments on 
the exposure draft and discuss a revised draft of the proposed SAS in June 2010.  
 
International Auditing Standards (Staff Liaison: Hiram Hasty; Task Force Chair: Susan S. Jones). 
The objective of this task force is to support the development of international auditing standards. Task 
force activities include providing technical advice and support to the AICPA representative and 
technical advisors to the IAASB, commenting on exposure drafts of international assurance 
standards, participating in and identifying U.S. volunteer participants for international standard-setting 
projects, identifying opportunities for establishing joint standards with other standard setters, 
identifying international issues that affect audit and attest standards and practices, and assisting the 
ASB and other AICPA committees in developing and implementing AICPA international strategies. 
The next meeting of the task force will be on June 8, 2010. 
 
Laws and Regulations (Technical Advisor: Tania Sergott; Task Force Chair: George Fritz). At its 
October 2008 meeting, the ASB voted to ballot a proposed SAS Consideration of Laws and 
Regulations in a Financial Statement Audit for issuance as an exposure draft. The proposed SAS 
would supersede extant AU section 317, Illegal Acts by Clients, and is based on ISA 250, 
Consideration of Laws and Regulations in an Audit of Financial Statements. The comment period for 
the exposure draft ended on May 29, 2009. The ASB considered comments on the exposure draft as 
well as a revised draft of the proposed SAS at its January 2010 meeting and voted to ballot the 
proposed SAS for issuance as a final standard. 
 
Letters for Underwriters (Staff Liaison: Ahava Goldman; Task Force Chair: Phil Wedemeyer). This 
task force is redrafting AU section 634, Letters for Underwriters and Certain Other Requesting 
  
 
15 
 
Parties, in accordance with the ASB’s clarity drafting guidance; there is no corresponding ISA. The 
task force considered whether this section is relevant to nonissuer entities and concluded that it is. 
Comfort letters could be issued in accordance with this section for 144A offerings, acquisitions of a 
nonpublic company by a public company, initial public offerings, and other situations in which financial 
statements of a nonpublic company audited in accordance with generally accepted auditing standards 
are filed in connection with a securities transaction. The task force will present a draft of a proposed 
SAS at the May 2010 ASB meeting.  
 
Omitted Procedures (Staff Liaison: Judith Sherinsky; Task Force Chair: Sheila Birch). This task force 
is redrafting SAS No. 46, Consideration of Omitted Procedures After the Report Date, in accordance 
with the clarity drafting conventions. SAS No. 46 addresses the auditor’s responsibilities when (1) 
after the date of the auditor’s report the auditor becomes aware that one or more auditing procedures 
considered necessary in the circumstances existing at the time of the audit were omitted from the 
audit of the financial statements, and (2) there is no indication that the financial statements are not 
fairly presented in conformity with the applicable financial reporting framework. There is no ISA that 
corresponds with SAS No. 46. The ASB discussed a draft of the proposed SAS Consideration of 
Omitted Procedures After the Report Release Date at its October 2009 meeting and a revised draft at 
its January 2010 meeting. At the January meeting, the ASB voted to ballot the proposed SAS for 
issuance as an exposure draft. The ASB will discuss comments on the proposed SAS at its June 
2010 meeting. 
 
Quality Control Standards (Staff Liaison: Ahava Goldman; Task Force Chair: Sheila Birch). The task 
force developed two exposure drafts which were issued in June 2009. One is the proposed SAS 
Quality Control for an Audit of Financial Statements which supersedes AU section 161, The 
Relationship of Generally Accepted Auditing Standards to Quality Control Standards, and converges 
with ISA 220, Quality Control for Audits of Historical Financial Information. The other is a proposed 
Statement on Quality Control Standards (SQCS) A Firm’s System of Quality Control (Redrafted) 
which contains a redrafting of SQCS No. 7, A Firm’s System of Quality Control, to apply the ASB’s 
clarity drafting conventions. Comments were due by August 31, 2009. The ASB will consider a 
revised draft of the proposed standards at its May 2010 meeting. 
 
Reporting on Financial Statements Prepared in Accordance with a Financial Reporting 
Framework Generally Accepted in Another Country. (Technical Advisor: Michael Adasczik; Task 
Force Chair: Walt Conn).  This task force is redrafting AU section 534, Financial Statements Prepared 
for Use in Other Countries, to apply the ASB’s clarity drafting conventions.  Unlike most other auditing 
standards that are being converged with a corresponding ISA, there is no ISA that corresponds to AU 
section 534.  The proposed SAS would address engagements in which the auditor is reporting on a 
U.S. entity’s financial statements that have been prepared in accordance with a financial reporting 
framework generally accepted in another country.  At its July 2009 meeting, the ASB discussed a 
draft of the proposed SAS and voted to ballot it for issuance as an exposure draft. Comments were 
due on December 31, 2009. Comments on the exposure draft will be discussed at the June 2010 
ASB meeting. 
 
Required Supplementary Information/Other Supplementary Information (Staff Liaison: Mike 
Glynn; Task Force Chair: Jeffery N. Markert). This task force was established to consider current 
reporting standards that address supplementary information and required supplementary information 
to determine whether revisions to those standards should be made. At its meeting in October 2009, 
the ASB approved the issuance of the proposed SASs, Other Information in Documents Containing 
Audited Financial Statements, Supplementary  Information in Relation to the Financial Statements as 
a Whole, and Required Supplementary Information  as final standards  and in February 2010, those 
standards were issued as SAS Nos. 118-120, respectively . 
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Risk Assessments (Staff Liaison: Hiram Hasty; Task Force Chair; Darrel Schubert). At its October 
2009 meeting, the ASB approved as final the following standards (the risk assessment standards) 
which have been redrafted as part of the ASB’s Clarity Project.  
 
 •  Clarified SAS (Redrafted) Audit Evidence,  
 
 •  Clarified SAS Materiality in Planning and Performing an Audit,  
 
  •  Clarified SAS Planning an Audit,  
 
 •  Clarified SAS (Redrafted) Understanding the Entity and Its Environment and Assessing the 
   Risks of Material Misstatement,  
 
  •  Clarified SAS (Redrafted) Performing Audit Procedures in Response to Assessed Risks and 
   Evaluating the Audit Evidence Obtained, 
 
  •  Clarified SAS Evaluation of Misstatements Identified During the Audit (new).  
 
SEC Filings (Staff Liaison: Andy Mrakovcic; Task Force Chair: John A. May). This task force is 
redrafting AU section 711, Filings Under Federal Securities Statutes, to apply the ASB’s clarity 
drafting conventions.  Unlike most other auditing standards that are being converged with a 
corresponding ISA, there is no ISA that corresponds to AU section 711.  The task force presented a 
draft of the proposed SAS at the ASB’s October 2009 meeting. Based on the ASB’s discussion, a 
revised draft will be discussed at the ASB’s May 2010 meeting at which the ASB will be asked to 
ballot the proposed SAS for issuance as an exposure draft. 
 
Service Organizations (Staff Liaison: Judith Sherinsky; Task Force Chair: Walt Conn). The task 
force has developed a proposed SAS Audit Considerations Relating to an Entity Using a Service 
Organization and a proposed SSAE Reporting on Controls at a Service Organization. The two 
standards will replace AU Section 324, Service Organizations, which currently provides guidance to 
auditors of the financial statements of entities that use service organizations (user auditors) as well as 
auditors reporting on controls at service organizations (service auditors). The task force converged 
the proposed SAS with ISA 402, which has the same title as the proposed SAS, and converged the 
proposed SSAE with International Standard on Assurance Engagements (ISAE) 3402, Assurance 
Reports on Controls at a Service Organization. At its January 2010 meeting, the ASB voted to ballot 
the proposed standards for issuance as final standards. The ASB plans to issue the SSAE at the end 
of March. The SSAE will be effective for service auditor’s reports for periods ending on or after June 
15, 2011. This aligns with the effective date of ISAE 3402.  The SAS will be issued with the other 
clarified SASs.  
 
Service Organizations Guide (Staff Liaison: Judith Sherinsky; Task Force Chair: Joseph Griffin). 
This task force is revising the AICPA Audit Guide, Service Organizations, in preparation for the 
issuance of the new SAS and SSAE that will supersede the guidance for service auditors and user 
auditors in AU section 324, Service Organizations. The new SAS and SSAE are discussed in the 
preceding task force summary. The members of the task force are practitioners who perform service 
auditors’ engagements and are developing guidance designed to help practitioners implement the 
new standards.  
 
Special Reports – 800 (Technical Advisor: Maria Manassas; Task Force Chair: Susan Jones). This 
task force is converging AU section 623, Special Reports, with  
 
 • ISA 800, Special Considerations – Audits of Financial Statements Prepared in Accordance 
with Special Purpose Frameworks, and 
  
 
17 
 
 
  • ISA 805, Special Considerations – Audits of Single Financial Statements and Specific 
Elements, Accounts or Items of a Financial Statement   
 
It also is converging AU section 552, Reporting on Condensed Financial Statements and Selected 
Financial Data, with ISA 810, Engagements to Report on Summary Financial Statements  
 
At its July 2009 meeting the ASB voted to ballot for issuance as an exposure draft proposed SASs 
 
 • Special Considerations—Audits of Financial Statements Prepared in Accordance With Special 
Purpose Frameworks 
 
 • Special Considerations—Audits of Single Financial Statements and Specific Elements, 
Accounts, or Items of a Financial Statement  
 
 • Reporting on Compliance With Aspects of Contractual Agreements or Regulatory 
Requirements in Connection With Audited Financial Statements (Redrafted). 
 
The exposure period ended on December 31, 2009 and the ASB expects to discuss comments on the 
exposure draft at its May 2010 meeting  
 
Subsequent Events (Technical Advisor Maria Manassas; Task Force Chair: Sheila Birch). During its 
March 3, 2009 conference call, the ASB voted to ballot for issuance as an exposure draft a proposed 
SAS entitled Subsequent Events and Subsequently Discovered Facts that combines the requirements 
and guidance in ISA 560, Subsequent Events, and the relevant content from  
 
  •  AU Section 508, Reports on Audited Financial Statements; 
 
 •  AU Section 530, Dating of the Independent Auditor’s Report; 
 
  •  AU Section 560, Subsequent Events; and 
 
  •  AU Section 561, Subsequent Discovery of Facts Existing at the Date of the Auditor’s Report. 
 
The exposure period ended on July 15, 2009 and the ASB expects to discuss comments on the 
exposure draft at its May 2010 meeting  
 
Sustainability (Staff Liaison: Judith Sherinsky; Task Force Chair: Beth Schneider) The IAASB’s 
Emissions Task Force has developed a working draft of a proposed ISAE Assurance on a 
Greenhouse Gas Statement and a Consultation Paper designed to obtain feedback from the public 
prior to issuing the proposed ISAE as an  exposure draft. The ASB submitted responses to the 
questions in the Consultation Paper. The IAASB expects to approve an exposure draft of the 
proposed ISAE in mid 2010.   
 
In September 2003, a joint task force of the ASB and the Canadian Institute of Chartered Accountants 
issued Statement of Position 03-2, Attest Engagements on Greenhouse Gas Emissions Information, 
which addresses the same subject matter as the proposed ISAE. The task force will be monitoring the 
IAASB’s project to determine whether revisions should be made to the SOP to reflect content in the 
proposed ISAE.  
 
Using the Work of a Specialist (Staff Liaison: Hiram Hasty; Task Force Chair: Phil Wedemeyer). 
The task force is redrafting AU section 336, Using the Work of a Specialist, to apply the ASB’s clarity 
drafting conventions and to converge with ISA 620, Using the Work of an Auditor’s Expert. Consistent 
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with ISA 620, the proposed SAS addresses situations in which an auditor engages a specialist. Also 
consistent with the IAASB, the ASB is incorporating the content of the SAS that addresses 
management’s specialist in clarified SAS Audit Evidence (Redrafted) via a conforming amendment. 
The task force will discuss the comment letters and present a revised draft of the proposed SAS to 
the ASB at its June 2010 meeting. 
 
 
Other Activities 
 
Accounting and Review Services Committee (ARSC) (Staff Liaison: Mike Glynn; Committee Chair: 
Carolyn H. McNerney). The ARSC is the senior technical committee of the AICPA designated to issue 
pronouncements in connection with the unaudited financial statements or other unaudited financial 
information of nonpublic entities. The charge of the ARSC is to develop and communicate, on a 
continuing basis, comprehensive performance and reporting standards as well as practice guidance 
that enable practitioners to provide high quality, objective, compilation and review services that serve 
the profession, clients, and the general public. The ARSC accomplishes this objective by developing 
compilation and review standards, timely responding to the need for guidance, and clearly 
communicating such guidance to the profession and users of financial statements. On December 30, 
2009, the ARSC issued Statement on Standards For Accounting and Review Services No. 19, 
Compilation and Review Standards (see article on page 3 for additional information).  The next 
meeting of the ARSC will be on May 18-20, 2010 in Phoenix, AZ.  Highlights of past and current 
ARSC meetings can be viewed on the Audit and Attest Standards Web site by clicking here. 
   
Auditing Standards Committee of the American Accounting Association (AAA) (ASB/AICPA 
Liaisons: Douglas Prawitt and Chuck Landes). The Auditing Standards Committee of the AAA is 
charged with fostering interaction between the AAA’s Auditing Section and auditing standard-setting 
bodies such as the AICPA’s ASB. The ASB supports strengthening its relationship with the academic 
community as well as increasing that community’s participation in the standard-setting process. The 
current chair of the AAA’s Auditing Standards Committee is Thomas M. Kozloski of Wilfrid Laurier 
University. 
 
International Auditing and Assurance Standards Board (IAASB) (U.S. Member: William Kinney; 
U.S. Technical Advisor: Chuck Landes). The next meeting of the IAASB will be on March 15-19, 2010 
in New York, NY. Copies of the International Federation of Accountants’ outstanding exposure drafts, 
final auditing, assurance, related services, and quality control standards, and information about 
attending IAASB meetings, which are open to the public, can be found at http://www.ifac.org/iaasb/ 
  
Reporting on Controls Over a System Using Trust Services Criteria. (Staff Liaison: Erin Mackler, 
Judith Sherinsky; Task Force Chair: Chris Halterman) The Trust Services Task Force and the Privacy 
Task Force of the AICPA’s Assurance Services Executive Committee are developing a Statement of 
Position (SOP) that addresses engagements to report on controls over a service provider’s system as 
they relate to security, availability, processing integrity, confidentiality or privacy (the Trust Services 
principles).  Such reports may be particularly relevant to user entities that outsource tasks or entire 
functions to service providers that operate, collect, process, transmit, store, organize, maintain, and 
dispose of information for user entities. The SOP is an adaptation of the model established in the 
proposed SSAE, Reporting on Controls at a Service Organization, and is performed under AT section 
101, Attest Engagements.  
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Auditing Standards Board Agenda 
 
Codes: DI—Discussion of issues, DD—Discussion of draft document, DP—Vote to 
approve a discussion paper for public distribution, ED—Vote to ballot a document for 
exposure, CL—Discussion of comment letters, FI—Vote to ballot a document for final 
issuance, SU—Status Update, WD—Withdrawal. 
 
May 3-6, 2010 
Fort Worth, TX 
 
 
Project 
 
 
Expected ASB Action 
 
Association With Financial Statements WD 
Auditing Accounting Estimates CL 
Filings Under Federal  Security Statutes ED 
GAAP and QC  SAS CL 
Group Audits CL 
Interim Financial Information ED 
Letters for Underwriters ED 
Quality Control SQCS CL 
Related Parties CL 
Special Reports CL 
Subsequent Events and Subsequent Discovery CL 
 
A projected timetable for ASB projects through 2010, can be viewed by clicking here  
. 
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Recently Issued and Approved Documents 
 
Statements on Auditing Standards (SASs) 
 
 Title (Product Number)           Issue Date 
SAS No. 120, Required Supplementary Information (060715)  
Effective for audits of financial statements for periods beginning 
on or after December 15, 2010. Early application is permitted.  
February 2010 
SAS No. 119, Supplementary Information in Relation to the 
Financial Statements as a Whole (060714) 
Effective for audits of financial statements for periods beginning 
on or after December 15, 2010. Early application is permitted.   
February 2010 
SAS No. 118, Other Information in Documents Containing 
Audited Financial Statements (060713) 
Effective for audits of financial statements for periods beginning 
on or after December 15, 2010. Early application is permitted.  
February 2010 
SAS No. 117, Compliance Audits (060712) 
Effective for compliance audits for fiscal periods ending on or 
after June 15, 2010. Early application is permitted.  
December 2009 
 
Interpretations of Statements on Auditing Standards  
 
        Title                Issue Date 
Interpretations Nos. 2–4 of AU Section 325A, Communicating 
Internal Control Related Matters Identified in an Audit 
 
 Communication of Significant Deficiencies and 
Material Weaknesses Prior to the Completion of 
the Compliance Audit for Participants in Office of 
Management and Budget Single Audit Pilot Project 
 
 Communication of Significant Deficiencies and 
Material Weaknesses Prior to the Completion of 
the Compliance Audit for Auditors That Are Not 
Participants in Office of Management and Budget 
Pilot Project 
 
 Appropriateness of Identifying No Significant 
Deficiencies or No Material Weaknesses in an 
Interim Communication 
 
 
 
November 2009 
 
 
 
 
November 2009 
 
 
 
 
November 2009 
 
Statements on Standards for Accounting and Review Services (SSARSs) 
   
  Title (Product Number)           Issue Date 
SSARS No. 19, Compilation and Review Engagements (060657) 
Effective for compilations and reviews of financial statements for 
periods ending on or after December 15, 2010. Early 
implementation of the requirements and guidance in paragraph 
2.21 (allowing the disclosure of the reasons for an independence 
impairment in a compilation report) is permitted.  
December 2009 
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